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• i~p. lHIVP c o n s I d e r o d your a p p l t c a t io n for r e c o g n f t to n df exemption from
Federal income tax under the provisions of sections 5()".(r)('») and 501(c)(20)
of the Tnternal Re v e n u e Corle of Cf,)4 and its a p p l t e a b l e Tncome Tax
Re z u l a t t o n s , B"sed on the a v a t l n bIe l:,~ormation, we have determined that
V1t1 d o 'lot qualify for the r oas ona set forth on Enclosure 1:.

Co n s t d e r a t i o r- was given to whether y o u qualify for e xe n p t i.o n under other
s u lvs o c r Lo n « of section Sll](c) of the ('ode and Wl" have concluded t h a t YO'1

do not.

As your organization has not e e t a b Li.sh-vd exemption from Federal income t a x ,
it wi J.1 be u e c e s s a r y for you to fi l e an annual Ln c ome tax return on Form
1120.

TI' you a rc in agreement ~ith our proposed denial, please sign and return
one copy or the enclosed Form 6018, Consent to Proposed Adverse Action.

You have the right to protest thi.s proPoR~J determination if you believe
that it is incorrect. To or o t e a t , you should submit a written appe a l g i v i n l1:_
the facts. law and other information to support your no s Lt Io n as explained
in the enclosed Pu b Lt c a t Lo n 892 (Rev. 7-83), "Exempt Organizations Appeal

• Procedures for Una g r e e d Issues". The appeal must be submitted within 30
days from the d a t e of thtc: lette' and must be signed by one of your
principal officers. You may request'a hearing with a member of the office
of the Regional Director of Appeals when you f IIe four ap p c s l , If a
hearing "s requesterl. yOll will he contacted to arrang~ a date for it. The
he a r in g may b e h e l d at the Regional Office, or, if you request, Itt any
mu t u <1 1lye ()n v e n i e n t J) is t ric t () f f ice. I f you are t 0 be rep res e n ted by
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s o me o ne who is not one of your prineipr 1 officers, he or she must file a
proper power of attorney and otherwise qualify under our Conference and
Practice Requirements as set forth in Section 601.502 of the Statement of
Pr o c e du r a l Rules. See Treal.'lur~' Department Circular No. 230.

If we d o not hear from YOI1 within the time specified, this will become our
!lna! determination.

Stnccrely yours.

Enclosures: 3



Enclosure t

On the application for exemption you submitted you indicat:~ ~~'..:.::' you were
formed under a Constitution and bylaws. You submitted the

Constitution of your national union and Ry-Laws for your local
union. You did not submit any documents which formally created the fund for
which you are applying for exemption. You have no written Instrument hy
which you were created.

You are na y i.ng the lej;1;8l fees for the in a
libel suit filed by an outside contractor. You formed the "Defense Fund" to
avoid using Union funds to pay Le g a I fees incurred in the lawsuit ~F:ainBt

the local union, one of its officerR, and one other member of the local.
Contributions received will he used to pay for lej:!;al fees and to purchase
pre-trial depositions from witnesses. Any members of ,

who become a d e f e n d a n t in the presen-t lawsuit will have their
e t t o r ne y Is fees paid from the de Eans e fund.

You do not have members. YOu simply _collect voluntary contributions from
members of your local uoion which you u£e to pay the lej:!;al fues described
above.

Section 501 (c)(')) of the Co d e provides for the exemption from Federal income
tax of labor, agricultural or horticultural organizations.

Section 1.501(c)(5)-1(a) of the Re~ulations states that the organizations
contemplated by s e c t Lo, SOl(c)(5) of the Code as entitled to exemption from
income taxation are those which:

(I) "eve no net carninRs inuring to the benefit of any member;
and

(2) Ha v e as their o bt c c t s the betterment of the conditions of •
thoqe engaged in such pursuitH, the improve~ent of the grade
of their products, and the development of a h Lgh e r degree
of efficiency in their respective occupations.

YO'l a r e not an organization because you are not p r ope r ly organized. Y(lU have
no writtpn instrument by which you were created. Recause you have no author­
ity to r e p r en e n t or speak for members in matters reIat Ing to their emp ioyment
su c h as wages, h o u r s of labor, working conditions, or economic benefits, you
are not a "lahor organization" in the cornmonly accepted sense of that term 8S

it is used in section 501(c)(5) of the Code. You do not directly support
the efforts of any Labo r o r g a n i za t Lon to better employment conditions. You
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were formed for the purpose of voluntarily paying Iega I fees to defend your
local union and two union members in a libel suit. You do not make these
payments with the objective of bettering conditions of employment.
Accordingly, you do not qualify as a labor orzantzat Ion described in section
SOl(c)(5) of the Code.

Section SfJl(c)(20) of the Code provides for the exemption from Federal
income tax of an or~anization or trust created or or~anized in the United
St a t e s , the e x c lu s Lv e function of which is to form part of a Qualified p;roup
l e g a l services p l a n or plans, within the meaning of section 120. An
organiza~ion or trust which receives contributions because of section
120(c)(S)(C) shall not be prevented from qual1fyinji1; as an organization
described in this parap;raph merely because it p~ovide8 lep;al services or
indemnificatf.on against the cost of legal services una s s o c La t e d with a
qualified group legal service plan.

Section 120(h) of the Code states tha~ a qualified group legal services plan
is a separate written plan of all employer for the exclusive benefIt of his
employees or their spouses or depende-it s to provide such emplovee s , spouses
or dependents with specified benefits consisting of personal legal services
t h r o u gh prepayment of, or provision in advance for, legal'fees in whole or
in part by the employer, if the plan meets the requirements of subsection
(c) •

YO\l do not qualify as an o r ga n i aa t Lo n or trust whose exclusive function
is to form part of a qualified ji1;roup lep;al services plan within the meaning
of section 120 of the Code. You are not an or~anization created to receive
contributions from an employer who makes these contributions in order to
n r o v Ld e his e mpIo y e e a with benefits consisting of personal legal services.
Accoldin~ly, you are not an organization of the type described in section
SOl(c)(20) of the Code.




